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March 14, 1941. 


To the Stockholders of 

Colonial Stores Incorporated: 

This is the first Annual Report of Colonial Stores Incorporated. The report covers the 
year ended December 28, 1940, and is accompanied by the Accountants’ Report in respect 
to the financial statements. 

Colonial Stores Incorporated is the result of the merger of David Pender Grocery 
Company and Southern Grocery Stores, Inc. (hereinafter referred to as constituent Com¬ 
panies). The merger became effective December 19, 1940, upon which date the necessary 
refinancing was completed. Stockholders of the constituent Companies have already been 
fully advised of the merger details. 

The constituent Companies operated no stores which were in competition with each 
other and thus many personnel and other problems usually attendant upon mergers of this 
character were fortunately absent. On the other hand, the respective organizations now 
combined fully recognize and welcome the change as beneficial to stockholders, old and 
new, as well as to the Company’s employees. 

In the interest of brevity, all statistical information given in this report represents the 
combined figures of the constituent Companies prior to the merger and of the Company 
subsequent thereto. 

SALES: 

Sales for the fiscal year 1940, were $46,238,374 compared with $40,079,757 for the 
1939 fiscal period, an increase of $6,158,617 or 15.37%. Although retail food prices 
advanced moderately during 1940, tonnage sales were substantially greater than in 1939, 
showing a gratifying gain in the number of your Company’s customers. On December 28, 
1940, there were 552 stores in operation, including 50 Big Star Stores, or supermarkets, 
which compared with 566 stores, including 38 Big Star Stores at the end of 1939. 

EARNINGS: 

Net Profit for the 1940 fiscal year, before Federal and State Income Taxes and esti¬ 
mated Federal Excess Profits Taxes, was $983,788 and compared with $680,929 for the 
fiscal year 1939, an increase of 44.48%. After provision of $350,000 for estimated Federal 
and State Taxes on income (including $87,500 for estimated Federal Excess Profits 
Taxes) the net income for the fiscal year, 1940, amounted to $633,788 compared with 
$535,499 on the same basis for the year 1939, an increase of $98,289 or 18.35%. Net 
income of $633,788 for the year 1940 is equivalent to approximately 4^ times the 
annual dividend requirements of the 5% Cumulative Preferred Stock, Series A, now out¬ 
standing and to approximately $2.01 per share on the presently issued Common Stock, after 
provision for dividend requirements on the Preferred Stock. 

TERM LOAN: 

In order to provide capital required for further store development, including additional 
supermarkets and modernization of existing facilities, a six-year, 3 % installment loan of 
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$1,000,000 was negotiated with certain banks in Atlanta, Georgia, and Norfolk, Virginia. 
One-half of the principal amount of this loan was borrowed on August 29, 1940 and the 
remainder will be available as needed until July 6, 1941. It is the opinion of the Manage¬ 
ment that these borrowings are advantageous in their terms and that they will continue to 
be increasingly beneficial to the operations of your Company. 

PUBLIC RELATIONS: 

This Company has continued its efforts to maintain its relationship with the public 
which it serves and to be a good citizen of the communities in which it operates. The Con¬ 
gressional hearing on the so-called Patman Bill illustrates the favorable standing of the 
chain store industry with the general public. This Bill, which would have levied a pro¬ 
hibitive tax upon all chain stores, failed to receive any material support for its enactment. 
At the same time many outstanding witnesses representing farmers, manufacturers, 
processors, consumers and labor, as well as economists and marketing experts, appeared 
before the House Ways and Means Committee in the interest of mass distribution as 
developed by the chain stores. The result of the hearing was the rejection of the Bill, 
which may be taken as recognition that chain store mass distribution has an important 
place in our present day economy along with mass production in the manufacturing 
industry. 

CONCLUSION: 

The Management has continued to devote special attention to its employee relations. 
Employees generally indicate a full understanding of their obligation to the consumer, 
to the supplier and to our stockholders. Their demonstrated loyalty and pride in your Com¬ 
pany during the past year has contributed substantially to the progress recorded. 

The National Defense Re-armament Program has caused a concentration of govern¬ 
mental activities in the form of military and naval stations, shipbuilding and other indus¬ 
trial enterprises throughout the territory in which we operate, resulting in a rapid increase of 
the population. The organization is fully aware of the opportunities presented and the 
Management is confident that the same fine spirit which has prevailed in the past will 
continue in the future. We look forward to a period of continued progress. 

Respectfully yours, 

l 

President. 
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Tolonial Stores c lncorpomteft 


Combined Profit and Loss Accounts of the Company (formerly David 
Pender Grocery Company) and Southern Grocery Stores, Inc., 
(Merged into the Company as at December 19, 1940) 


For the Year ended December 28, 1940 


Net Sales.......... 

Cost of Goods Sold, including certain Occupancy and Buying 
Expenses-$37,764,804.66 

Selling, General and Administrative Expenses, exclusive of certain 
Occupancy and Buying Expenses (including $6,900.00 provision 
for Doubtful Accounts)_ 7,158,983.48 

Provision for Depreciation and Amortization of Property, Plant and 
Equipment- 313,494.76 

Operating Profit_ _ ___ 

Other Income—Credits from refund of Processing Taxes ($6,195.34) 
and Other Miscellaneous Items_ 


Income Deductions: 

Interest on Indebtedness_ 11,962.41 

Loss on disposal of Capital Assets (Net)_ 5,868.01 

Settlement of Damage Claims_ 8,800.00 


Net Income, before Provision for Income and Excess Profits 
Taxes_ 

Provision for Federal and State Income Taxes and Federal Excess 
Profits Tax ($87,500.00)—Estimated__ 

Net Income, carried to Earned Surplus_ 


$46,238,373.71 


45,237,282.90 

1,001,090.81 

9,327.86 

1,010,418.67 

26,630.42 

983,788.25 

350,000.00 
$ 633,788.25 
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ASSETS 


Current Assets: 

Cash in Banks and on Hand_ 

Accounts Receivable: 

Customers* Accounts Receivable_$ 

Claims, Allowances and Other Trade Receivables_ 

Miscellaneous (including balances due by Officers and 
Employees, $15,227.58)_ 


98,187.16 

105,100.26 

44,195.22 


247,482.64 

Less Reserve for Doubtful Accounts_ 22,097.71 


Inventories at the lower of Cost or Market: 

Stores and Markets__ 2,153,099.56 

Warehouses and Bakeries_ 1,405,606.73 

Merchandise in Transit_ 376,710.52 


Total Current Assets_ 

Investments: 

Cash Surrender Value of Life Insurance Policies 


(Face Amount $337,500.00)_ 110,378.46 

Investment in Class “B” Stock of National Food Products 
Corporation—Affiliated Company — at cost, less Reserve 

$22,180.50 - 7,992.00 

Land not used in Operations—at cost to a predecessor company- 60,000.00 
Miscellaneous—at cost, less Reserve $8,000.00_ 5,571.59 


Property, Plant and Equipment at Cost: 

Land-124,910.17 

Buildings- 337,514.41 

Fixtures and Equipment_ 2,961,728.74 

Delivery Equipment- 317,635.74 

Improvements to Leased Premises_ 190,779.88 


3,932,568.94 

Less Reserves for Depreciation and Amortization_ 1,686,773.73 


Prepaid Expenses and Deferred Charges: 

Insurance, Taxes and Licenses_ 104,943.59 

Supplies- 119,939.96 

Miscellaneous_ 20,244.15 


Goodwill and Leaseholds —at Nominal Amount. 


Tolonial Ston 

BALANCI 

As at Decenj 

$ 762,153.15 


225,384.93 

3,935,416.81 

4,922,954.89 


183,942.05 


2,245,795.21 

245,127.70 

2.00 

$ 7,597,821.85 
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s c Jncorpratefl 

SHEET 

JER 28, 1940 


LIABILITIES 

Current Liabilities: 

Notes Payable to Banks—Current_ 

Accounts Payable—Trade___ 

Accrued Liabilities: 

Salaries and Wages_$ 39,388.38 

Taxes, other than Income Taxes_ 99,100.51 

Miscellaneous_ 3,603.36 


Provision for Income and Excess Profits Taxes_ 

Processing Taxes Refunded, the status of which as to Federal 

taxation has not been determined_ 

Liability for Unpaid Expenses incurred in connection with 
Merger and for payment to dissenting common stockholders 
of constituent company_ 

Total Current Liabilities_ 


$ 280,000.00 
978,311.65 


142,092.25 

350,000.00 

12,381.84 

33,523.06 

1,796,308.80 


Unsecured Installment 3% Notes Payable to Banks, due serially from 


1942 to 1946_ 500,000.00 

Reserves for Self-Insurance of Minor Risks_ 26,618.26 


Capital Stock and Surplus: 

Capital Stock : 

Preferred Stock: 

Authorized, 90,000 shares, Par Value $50.00 per share— 

Issuable in Series 

Issued, 56,000 shares 5% Cumulative Preferred Stock, Series 
“A”, with Purchase Warrants entitling holder to purchase 
an equal number of shares of Common Stock (Note “1”)_ 2,800.000.00 

Common Stock: 

Authorized, 500,000 shares, Par Value $5.00 per share (56,000 
shares reserved for issuance upon exercise of Stock Purchase 
Warrants) 

Issued, 244,981 shares (Note “2”)_ 1,224,905.00 

4,024,905.00 

Surplus —per accompanying statement: 

Capital Surplus-$ 27,608.44 

Earned Surplus (Note “3”)_ 1,222,381.35 1,249,989.79 5,274,894.79 


Contingent Liabilities: 

Miscellaneous claims for damages and possible tax assessments. 
Maximum liability estimated to be $14,500.00. 


$ 7,597,821.85 


LLOVVING PAGE) 
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Tolonial 0tores c lncorprateft 

BALANCE SHEET, Continued 


Notes: 

1. Preferred Stock: 

(a) Holders of the 5% Cumulative Preferred Stock, Series “A”, are entitled to preferences 

in liquidation or redemption in the following amounts together with, in each case, 
accrued unpaid dividends thereon: Voluntary liquidation or redemption on or before 
December 1, 1943, $55.00 per share; thereafter, $52.50 per share; involuntary liquida¬ 
tion $50.00 per share. 

(b) Each share of 5% Cumulative Preferred Stock, Series “A”, carries with it a non- 

detachable purchase warrant entitling the holder to purchase one share of Common 
Stock of the Company on or before December 1, 1943 at $15.00 per share; thereafter 
and to December 1, 1945 at $17.00 per share; thereafter and to December 1, 1947 at 
$19.00 per share. 

(c) There shall be set aside on or before April 1, 1942 and each April 1 thereafter a retire¬ 

ment sinking fund in an amount equal to 20% of net earnings in excess of $500,000.00 
for the preceding calendar year, but not more than $120,000.00 in any one year. 

2. Common Stock: 

Holders of 1,020 shares of Class “B” Stock of David Pender Grocery Company who 
failed to vote for the merger, or were absent from the meeting called to consider the 
Merger Agreement with Southern Grocery Stores, Inc., have not exchanged their 
certificates for certificates representing 1,530 shares of Common Stock of Colonial 
Stores Incorporated and accordingly are entitled to claim their statutory rights of 
appraisal and cash settlement on or before March 19, 1941. 


3. Surplus: 

(a) The terms of the Unsecured Installment Notes Payable to Banks and the related Loan 

Agreements provide that no dividends other than stock dividends shall be paid except 
from current earnings, since January 1, 1940, and no dividends shall be paid and no 
stock of the Company shall be purchased or retired if any such action would impair the 
working capital beyond specified limits. 

(b) The terms of issuance of the 5% Cumulative Preferred Stock, Series “A”, provide that, 

so long as any of such stock remains outstanding, the Company will not make any 
distribution to holders of the Common Stock in excess of net earnings (as defined) 
after September 1, 1940 plus the sum of $250,000.00. 
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•ocery Company) and 
cember 19, 1940) 


$ 1,031.67 

6,993.00 


97,968.48 

65,070.00 


163,038.48 


72,000.00 

37,800.00 


109,800.00 

67,545.60 177,345.60 


340,384.08 

57,964.03 


87,322.79 

270,000.00 


Earned 

Capital 

Paid-in 

Surplus 

Surplus 

Surplus 

$ 1,006,376.23 



269,525.78 

— 

— 

1,275,902.01 

— 

— 


8,024.67 

— 

— 

1,283.926.68 

__ 

- 

633,788.25 

— 

— 

1,917,714.93 

— 

_ 


282,420.05 

— 

— 

1,635,294.88 

— 

— 

— 

— 

21,000.00 

(357,322.79) 

— 

— 

(55,590.74) 

515,633.44 

(488,025.00) 

(21,000.00) 

(412,913.53) 

27,608.44 

— 

$ 1,222,381.35 

27,608.44 

— 






























Tolonia! Stores c Incoroorati 


Combined Surplus Accounts of the Company (formerly David Pender G 
Southern Grocery Stores, Inc., (merged into the Company as at D 

For the Year ended December 28, 1940 


Balance as at December 30, 1939: 

Per Previous Annual Reports: 

David Pender Grocery Company- 
Southern Grocery Stores, Inc_ 


Miscellaneous Adjustments applicable to Prior Years: 

Over provision for Federal and State Income Taxes, additional assessments for State Sales and Other Taxes and 

Miscellaneous Credits (net)_ 

Reduction in Reserve against investment in stock of National Food Products Corporation_ 


Add Net Income for Year 


Deduct: 

Dividends Paid: 

David Pender Grocery Company: 
Class “A” Stock — $3.50 per share... 
Class “B” Stock — $1.00 per share... 


Southern Grocery Stores, Inc.: 

Preferred and Participating Stock: 

Regular — $1.20 per share------ $ 

Participating — 63 cents per share---- 


Common Stock — $1.20 per share 


Less proportion of preferential dividends accrued prior to December 30, 1939.. 


Additions or (Deductions) arising from Merger as at December 19, 1940: 

Excess of cash received over par value of original issues of 5% Cumulative Preferred Stock, Series “A”, and Common 

Stock of Colonial Stores Incorporated_ 

Excess of retirement cost (including amounts equal to the dividends accrued to the next respective call dates) of 
outstanding preference stocks over Stated Capital or Par Value: 

David Pender Grocery Company — Class “A” Stock (after deducting cost of shares held in Treasury)_ 

Southern Grocery Stores, Inc. — Preferred and Participating Stock_. 

Capital Surplus arising from the reduction of the Stated Capital applicable to the Common Stock of Southern Grocery 
Stores, Inc. (after deducting cost of shares in Treasury) to the aggregate Par Value of the new Common Stock 

issuable in exchange therefor_ 

Par Value of new Common Stock issuable in exchange for Class “B” Stock of David Pender Grocery Company, 

charged to Capital Surplus as provided in the Merger Agreement_ 

Expenses incurred in connection with the merger and the issuance for cash of 5% Cumulative Preferred Stock and 
Common Stock, and provision for estimated liability to dissenting stockholders___ 


Balance as at December 28, 1940. 
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ACCOUNTANTS AND AUDITORS 
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DALLAS 
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DETROIT 

HOUSTON 


1500 WALNUT STREET 
PHILADELPHIA, PA. 


INDIANAPOLIS 
KANSAS CITY 
LOS ANGELES 
MEMPHIS 
MILWAUKEE 


CANADA 
GREAT BRITAIN 
EUROPE 


ACCOUNTANTS 1 REPORT 


To the Board of Directors, 

Colonial Stores Incorporated, 

Norfolk, Va. 

We have examined the Balance Sheet of Colonial Stores 
Incorporated as at December 28, 1940, and the Combined Profit 
and Loss and Surplus Accounts of the Company (formerly David 
Pender Grocery Company) and Southern Grocery Stores, Inc. 
(merged into the Company as at December 19, 1940) for the year 
ended December 28, 1940, have reviewed the system of internal 
control and the accounting procedures of the Companies and, 
without making a detailed audit of the transactions, have 
examined or tested accounting records and other supporting 
evidence, by methods and to the extent we deemed appropriate. 

In our opinion, the accompanying Balance Sheet and re¬ 
lated Profit and Loss and Surplus Accounts present fairly the 
position of the Company at December 28, 1940, and the results 
of the operations of the Company and Southern Grocery Stores, 
Inc. for the year on a combined basis, in conformity with 
generally accepted accounting principles applied, as to each 
company, on a basis consistent with that of the preceding year. 



Philadelphia, Pa 
March 4, 1941. 
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